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B
oard

 of D
irectors

C
alifornia Fair Services A

u
thority

Sacram
ento, C

alifornia
M

arch 5, 2002

W
e have au

d
ited

 the accom
panying financial statem

ents of
the C

alifornia Fair Services A
u

thority (the A
u

thority) as of
and

 for the years end
ed

 D
ecem

ber 31, 2001 and
 2000, as

listed
 in the table of contents. T

hese financial statem
ents are

the responsibility of the A
u

thority’s m
anagem

ent. O
u

r
responsibility is to express an opinion on these financial
statem

ents based
 on ou

r au
d

its.

W
e cond

u
cted

 ou
r au

d
its in accord

ance w
ith au

d
iting

stand
ard

s generally accepted
 in the U

nited
 States of

A
m

erica; the stand
ard

s applicable to financial au
d

its
contained

 in G
overnm

ent A
uditing Standards, issu

ed
 by the

C
om

ptroller G
eneral of the U

nited
 States; and

 the State
C

ontroller’s M
inim

um
 A

udit R
equirem

ents for C
alifornia

Special D
istricts. T

hose stand
ard

s requ
ire that w

e plan and
perform

 the au
d

it to obtain reasonable assu
rance abou

t
w

hether the financial statem
ents are free of m

aterial m
is-

statem
ent. A

n au
d

it inclu
d

es exam
ining, on a test basis,

evid
ence su

pporting the am
ou

nts and
 d

isclosu
res in the

financial statem
ents. A

n au
d

it also inclu
d

es assessing the
accou

nting principles u
sed

 and
 significant estim

ates m
ad

e
by m

anagem
ent, as w

ell as evalu
ating the overall financial

statem
ent presentation. W

e believe that ou
r au

d
its provid

e a
reasonable basis for ou

r opinion.

In ou
r opinion, the financial statem

ents referred
 to above

present fairly, in all m
aterial respects, the financial position

of the A
u

thority as of D
ecem

ber 31, 2001 and
 2000, and

 the

resu
lts of its operations and

 its cash flow
s for the years then

end
ed

, in conform
ity w

ith accou
nting principles generally

accepted
 in the U

nited
 States of A

m
erica as w

ell as accou
nt-

ing system
s prescribed

 by the State C
ontroller’s O

ffice and
State regu

lations governing sp
ecial d

istricts.

In accord
ance w

ith G
overnm

ent A
uditing Standards, w

e have
also issu

ed
 ou

r report d
ated

 M
arch 5, 2002, on ou

r consid
er-

ation of the A
u

thority’s internal control over financial report-
ing and

 ou
r tests of its com

pliance w
ith certain p

rovisions of
law

s, regu
lations, and

 contracts. T
hat report is an integral

part of an au
d

it p
erform

ed
 in accord

ance w
ith G

overnm
ent

A
uditing Standards and

 shou
ld

 be read
 in conju

nction w
ith

this report in consid
ering the resu

lts of ou
r au

d
its.

O
u

r au
d

its w
ere m

ad
e for the pu

rpose of form
ing an op

inion
on the financial statem

ents taken as a w
hole. T

he R
econcilia-

tion of C
laim

s L
iabilities by Type of C

ontract and
 C

laim
s

D
evelopm

ent Inform
ation on pages 48 throu

gh 54 are not a
requ

ired
 part of the basic financial statem

ents, bu
t are su

pp
le-

m
entary inform

ation requ
ired

 by the G
overnm

ental A
ccou

nt-
ing Stand

ard
s B

oard
. W

e have applied
 certain lim

ited
 p

roce-
d

u
res w

hich consisted
 p

rincip
ally of inqu

iries of m
anagem

ent
regard

ing the m
ethod

s of m
easu

rem
ent and

 presentation of
the su

pplem
entary inform

ation.  H
ow

ever, w
e d

id
 not au

d
it

the inform
ation and

 express no opinion on it.
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2
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2
6 A

SSETS
   2

0
0

1
   2

0
0

0

C
ash and

 cash equ
ivalents

$
  9,787,708

$
  7,897,563

Investm
ents

  5,261,318
  5,081,092

R
isk fees receivable, net of allow

ance
for d

ou
btfu

l accou
nts of $39,349 in 2001 and

 2000
  1,691,025

  1,573,063

R
eceivables from

 fairs and
 others

     350,870
     645,231

Settlem
ent note receivable

  1,023,000
  1,023,000

L
egal settlem

ent receivable
     222,927

C
ontracts receivable for equ

ipm
ent financing, net

     101,883
       82,483

P
repaid

 expenses
       39,755

       32,800

Fixed
 assets, net

  2,071,882
  2,203,139

Inventory
            951

            505

Total A
ssets

$
20,551,319

$
18,538,876

B
 A

 L A
 N

 C
 E   S H

 E E T S
D

EC
EM

B
ER

 3
1

, 2
0

0
1

 A
N

D
 2

0
0

0

T
he accom

panying notes are an integral part of these financial statem
ents.
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B
ILITIES A

N
D

 R
ETA
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ED

 EA
R
N

IN
G

S
       2

0
0

1
     2

0
0

0

A
ccru

ed
 liabilities

$        336,758
$

     415,308

D
ivision of Fairs and

 E
xpositions fu

nd
s

  1,085,696
  1,417,394

R
evenu

e P
rotection P

rogram
  3,895,985

  3,671,781

P
roperty P

rogram
  2,549,717

                      2

  7,868,156
  5,504,483

U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpense:

G
eneral liability

  2,350,000
  3,240,000

W
orkers’ com

pensation
  3,416,000

  2,590,000

Special events
     181,000

     260,000

Total U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses
  5,947,000

  6,090,000

Total L
iabilities

13,815,156
11,594,483

R
etained

 E
arnings:

C
onfid

ence m
argin

  2,515,000
  2,600,000

U
nd

esignated
  4,221,163

  4,344,393

Total R
etained

 E
arnings

  6,736,163
  6,944,393

Total L
iabilities and

 R
etained

 E
arnings

$
20,551,319

$
18,538,876
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 C
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T
he accom

panying notes are an integral part of these financial statem
ents.
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2
0

0
1

  2
0

0
0

O
perating R

evenu
es:

G
eneral liability fees

$
1,689,220

$
  1,528,290

W
orkers’ com

pensation fees
2,569,530

  2,325,968
Special events fees

   440,586
     385,841

D
ental fees

   134,656
     116,344

C
om

pu
ter service fees

     87,725
     135,589

P
u

rchasing service fees
   134,985

       90,369
O

ther operating revenu
e

   490,001
     263,275

R
ental incom

e
   125,438

     155,788
M

iscellaneou
s incom

e
     85,186

     127,606
Total O

perating R
evenu

es
5,757,327

  5,129,070

O
perating E

xpenses:
L

osses and
 loss ad

ju
stm

ent expenses
3,217,740

  3,954,421
E

m
ployee salaries and

 benefits
1,964,279

  1,728,977
E

xcess insu
rance costs

   391,397
     369,370

C
om

pu
ter service costs

     49,677
       54,279

G
eneral and

 ad
m

inistrative costs
   604,091

     687,550
D

epreciation and
 am

ortization
   161,232

     162,450
Total O

perating E
xpenses

6,388,416
  6,957,047

O
perating L

oss
       (631,089)

 (1,827,977)

O
ther Incom

e:
Investm

ent incom
e

   413,342
     651,203

Incom
e from

 equ
ipm

ent financing
       9,517

        9,049
Total O

ther Incom
e

   422,859
     660,252

N
et L

oss
$

 (208,230)
$ (1,167,725)
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C
O

N
FID

EN
C
E M

A
R

G
IN

U
N

D
ESIG

N
A

TED
TO

TA
L

B
alance, Janu

ary 1, 2000
$

4,820,000
$

3,292,118
$   8,112,118

N
et L

oss
   (1,167,725)

   (1,167,725)

D
esignation for C

onfid
ence M

argin
    (2,220,000)

2,220,000
                0

B
alance, D

ecem
ber 31, 2000

2,600,000
4,344,393

6,944,393

N
et L

oss
 (208,230)

 (208,230)

D
esignation for C

onfid
ence M

argin
    (85,000)

     85,000
                0

B
alance, D

ecem
ber 31, 2001

$
2,515,000

$
4,221,163

$
6,736,163
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   2
0

0
1

  2
0

0
0

C
ash Flow

s from
 O

perating A
ctivities:

O
perating incom

e (loss)
$

 (631,089)
$

(1,827,977)
A

d
ju

stm
ents to reconcile operating incom

e (loss)
to net cash provid

ed
 (u

sed
) by operating activities:

D
epreciation and

 am
ortization

   161,232
    162,450

L
oss on d

isposal of property and
 equ

ipm
ent

       7,153
            1,899

(Increase) d
ecrease in:

R
isk fees receivable

 (117,962)
   (310,581)

R
eceivables from

 fairs and
 others

   294,361
    101,231

R
eceivable from

 D
ivision of Fairs and

 E
xpositions

Settlem
ent note receivable

    (1,023,000)
L

egal settlem
ent receivable

 (222,927)
C

ontracts receivable for equ
ipm

ent financing, net
   (19,400)

      35,661
P

repaid
 expenses

     (6,955)
     (10,138)

Inventory
        (446)

              (3)

Increase (d
ecrease) in:

A
ccru

ed
 liabilities

   (78,550)
    159,717

D
ivision of Fairs and

 E
xpositions fu

nd
s

 (331,698)
    472,786

R
evenu

e P
rotection P

rogram
   224,204

   (300,287)
P

rop
erty P

rogram
2,549,717

U
np

aid
 losses and

 loss ad
ju

stm
ent exp

enses
     (143,000)

  (399,285)
N

et cash p
rovid

ed
 (u

sed
) by op

erating activities:
$

1,684,640
$  (2,937,527)
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C
ash Flow

s from
 Investing A

ctivities:

Investm
ent incom

e
$

    234,725
       464,273

P
roceed

s from
 sale of m

arketable secu
rities

 3,024,667
    5,032,179

P
u

rchases of m
arketable secu

rities
    (3,026,276)

   (3,393,649)

Incom
e from

 E
qu

ipm
ent Financing P

rogram
        9,517

           9,049

N
et cash provid

ed
 by investing activities

    242,633
    2,111,852

C
ash Flow

s from
 C

apital and
 R

elated
 Financing A

ctivities:

P
u

rchase of fixed
 assets

    (37,128)
      (119,045)

N
et increase (d

ecrease) in cash and
 cash equ

ivalents
 1,890,145

 (944,720)

C
ash and

 cash equ
ivalents, beginning of year

 7,897,563
    8,842,283

C
ash and

 cash equ
ivalents, end

 of year
$

 9,787,708
$  7,897,563

Su
pplem

ental sched
u

le of non-cash investing activities:

N
et change in fair valu

e of investm
ents

$
    178,617

$
   186,930

T
he accom

panying notes are an integral part of these financial statem
ents.
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T
he C

alifornia Fair Services A
u

thority (the A
u

thority)
operates pu

rsu
ant to its joint pow

ers agreem
ent, as au

tho-
rized

 by the C
alifornia G

overnm
ent C

od
e, Sections 6500, et.

Seq. T
he G

overnm
ent C

od
e au

thorizes tw
o or m

ore pu
blic

agencies to jointly exercise com
m

on pow
ers by agreem

ent
(Section 6502). In ad

d
ition, the G

overnm
ent C

od
e specifically

au
thorizes pu

blic agencies cond
u

cting fairs to enter into a
joint pow

ers agreem
ent to form

 pooling arrangem
ents for

losses incu
rred

 by su
ch agencies (Section 6516). Section 6516

states that the D
epartm

ent of Food
 and

 A
gricu

ltu
re m

ay
enter into su

ch a joint pow
ers agreem

ent on behalf of d
istrict

agricu
ltu

ral associations and
 citru

s fru
it fairs. T

he pow
er of a

joint pow
ers agency “is su

bject to the restrictions u
pon the

m
anner of exercising the pow

er of one of the contracting
parties, w

hich party shall be d
esignated

 by the agreem
ent”

(Section 6509).

T
he A

u
thority w

as first form
ed

 in A
pril 1986 by agreem

ent
betw

een the C
ou

nty of Santa C
lara and

 the D
epartm

ent of
Food

 and
 A

gricu
ltu

re (D
FA

) on behalf of the 54 d
istrict

agricu
ltu

ral associations. Since that tim
e, a nu

m
ber of ad

d
i-

tional cou
nties have joined

. D
FA

 has joined
 on behalf of the

tw
o citru

s fru
it fairs and

 the C
alifornia E

xposition and
 State

Fair has joined
 ind

epend
ently of D

FA
. In ad

d
ition, the joint

pow
ers agreem

ent has been am
end

ed
 a nu

m
ber of tim

es as
the A

u
thority’s B

oard
 of D

irectors expand
ed

 and
 the

A
u

thority’s program
s extend

ed
 beyond

 risk pooling.

T
he A

u
thority is governed

 by a seven-m
em

ber board
consisting of five elected

 representatives from
 m

em
ber fairs,

one appointed
 p

u
blic m

em
ber, and

 one m
em

ber ap
pointed

by the Secretary of D
FA

. O
perating revenu

e is d
erived

 from
fees assessed

 on the variou
s p

rogram
s and

 services offered
.

T
h

e p
rim

ary activities of th
e A

u
th

ority in
clu

d
e:

•
P

rovid
ing joint p

rotection program
s for 68 m

em
ber fairs

in C
alifornia and

 the C
alifornia C

onstru
ction A

u
thority,

a joint pow
ers agency provid

ing constru
ction services to

the fair ind
u

stry. T
he A

u
thority’s joint protection p

ro-
gram

s inclu
d

e the general liability and
 w

orkers’ com
pen-

sation program
s. T

he nu
m

ber of pool participants can
vary d

epend
ing on the ad

d
ition of new

 m
em

ber fairs
and

/
or exit of cu

rrent m
em

ber fairs.

•
A

d
m

inistration of a sp
ecial events program

, provid
ing

pooled
 liability protection for u

sers of fair facilities.

•
A

d
m

inistration of a revenu
e p

rotection program
 for

participating fairs.

•
A

d
m

inistration of a property insu
rance program

 for
all C

alifornia fairs.

•
C

oord
inating health and

 safety inspections of m
em

ber
fairs’ facilities.

1
. SU

M
M

A
RY

 O
F SIG

N
IFIC

A
N

T A
C
C
O

U
N

TIN
G

 P
O

LIC
IES

N
 O

 T E S   T O
   F I N

 A
 N

 C
 I A

 L   S T A
 T E M

 E N
 T S

D
EC

EM
B
ER

 3
1

, 2
0

0
1

 A
N

D
 2

0
0

0



C
FSA

 Fin
a

n
cia

ls 2
0

0
1

/2
0

0
0

C
 

F
 

S
 

A
 

 
 

2
 

0
 

0
 

1
 

 
 

A
 

n
 

n
 

u
 

a 
l 

 
 

R
 

e 
p

 
o 

r 
t

3
3

3
3

•
P

rovid
ing bu

lk pu
rchasing services to m

em
ber fairs

for fees.

•
P

rovid
ing com

pu
ter services to m

em
ber fairs for fees,

inclu
d

ing payroll and
 accou

nting services.

•
A

cting as an interm
ed

iary for the D
ivision of Fairs and

E
xpositions to reim

bu
rse billings from

 the C
alifornia

E
m

ploym
ent D

evelopm
ent D

epartm
ent for u

nem
ploy-

m
ent claim

s for the fairs.

•
C

ontracting w
ith service provid

ers for certain fair-tim
e

services at m
em

ber fairs.

•
A

cting as an interm
ed

iary for the C
alifornia D

epart-
m

ent of P
ersonnel A

d
m

inistration in collecting contri-
bu

tions from
 the P

art-tim
e Seasonal Tem

porary em
-

ployees at the D
istrict A

gricu
ltu

ral A
ssociations.

•
A

d
m

inistering the E
qu

ipm
ent E

xchange P
rogram

 in
conju

nction w
ith the C

alifornia C
onstru

ction A
u

thority
and

 variou
s fair service program

s u
nd

er letters of
u

nd
erstand

ing w
ith the D

ivision of Fairs and
 E

xposi-
tions and

 m
em

ber fairs.

R
evenu

e and
 expenses of the R

evenu
e P

rotection P
ro-

gram
, P

roperty Insu
rance P

rogram
, C

alifornia E
m

ploy-
m

ent D
evelopm

ent D
epartm

ent U
nem

ploym
ent P

rogram
and

 E
qu

ipm
ent E

xchange P
rogram

 are not record
ed

 on
the A

u
thority’s financial statem

ents, except for ad
m

inis-
tration fees.

E X
 C

 E S S   I N
 S U

 R
 A

 N
 C

 E

T
he A

u
thority p

rovid
es joint p

rotection coverage for its
m

em
bers. T

he A
u

thority carries excess and
 reinsu

rance for
coverage of losses in excess of the A

u
thority’s self-insu

red
retention (SIR

). T
he A

u
thority’s 2001 p

rogram
 offers the

follow
ing coverage:

•
P

rior to Ju
ne 1, 1997, the A

u
thority’s general liability

coverage consisted
 of an aggregate per year lim

it of
$10,000,000 for all m

em
bers. T

he A
u

thority’s SIR
 for

general liability w
as $5,000,000 aggregate per year for

all m
em

bers and
 the A

u
thority obtained

 excess insu
rance

coverage of $5,000,000 per year.

E
ffective Ju

ne 1, 1997, the A
u

thority changed
 its SIR

 from
$5,000,000 per occu

rrence and
 in the aggregate per year to

$1,000,000 per occu
rrence and

 $5,000,000 in the aggregate
per year. In ad

d
ition, the A

u
thority had

 excess insu
rance

coverage of $9,000,000 per occu
rrence and

 in the aggregate
per year for all m

em
bers.

E
ffective Janu

ary 1, 2000, the A
u

thority changed
 its SIR

from
 $1,000,000 p

er occu
rrence to $500,000 p

er occu
rrence.

A
lso, the A

u
thority obtained

 reinsu
rance to increase its

excess insu
rance coverage from

 $9,000,000 p
er occu

rrence
and

 in the aggregate to $9,500,000 p
er occu

rrence and
 in

the annu
al aggregate per fair for sp

ecified
 coverages.

•
T

he A
u

thority’s SIR
 for w

orkers’ com
pensation w

as
$250,000 per accid

ent or d
isease from

 1988 throu
gh 1995

and
 $300,000 from

 1996 throu
gh 1999. T

he A
u

thority had
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3
4 excess insu

rance coverage u
p to the statu

tory lim
its for

w
orkers’ com

pensation and
 u

p to $5,000,000 (in the aggre-
gate for all fairs) for E

m
ployer’s L

iability.

E
ffective Janu

ary 1, 2000, the A
u

thority changed
 its SIR

from
 $300,000 per accid

ent or d
isease to $250,000 per

accid
ent or d

isease. T
he A

u
thority had

 excess insu
rance

coverage u
p to the statu

tory lim
its for w

orkers’ com
pensa-

tion and
 u

p to $5,000,000 (in the aggregate for all fairs) for
E

m
ployer’s L

iability. E
ffective Ju

ly 1, 2001, the A
u

thority
increased

 its SIR
 from

 $250,000 per accid
ent or d

isease to
$300,000 per accid

ent or d
isease.

•
B

eginning in 1996, the A
u

thority provid
ed

 special events
coverage of $1,000,000 per occu

rrence and
 in the aggregate

per year. T
he A

u
thority’s SIR

 for special events w
as

$500,000 per occu
rrence w

ith excess insu
rance coverage

of $500,000 in the aggregate per year.

E
ffective Janu

ary 1, 2000, the A
u

thority changed
 its SIR

from
 $500,000 per occu

rrence to $250,000 per occu
rrence.

In ad
d

ition, the A
u

thority obtained
 reinsu

rance to increase
excess coverage to $1,000,000 per occu

rrence and
 $1,000,000

in the aggregate for all self-insu
red

 losses in a year.

•
B

eginning in 1997, the A
u

thority pu
rchased

 em
ploym

ent
practices liability coverage u

p to $3,000,000 in the aggre-
gate per year for m

em
ber fairs. E

ffective Janu
ary 1, 2000,

this coverage w
as provid

ed
 in the A

u
thority’s general

liability program
.

•
B

eginning in 1998, the A
u

thority p
u

rchased
 $1,000,000 in

excess insu
rance for the R

evenu
e P

rotection P
rogram

above the P
rogram

’s stop
-loss lim

it of $500,000.

E
ffective Janu

ary 1, 2001, the A
u

thority p
u

rchased
 excess

insu
rance to increase the P

rogram
’s stop-loss lim

it to
$600,000 from

 $500,000.

F U
 N

 D
 I N

 G
   O

 F   P
 R

 O
 G

 R
 A

 M
 S

P
rogram

 u
nd

erw
riting and

 rate setting policies have been
established

 after consu
ltation w

ith actu
aries.

R
isk fees for the general liability program

 are assessed
 to the

m
em

bership on the basis of fair classifications d
eterm

ined
by the D

ivision of Fairs and
 E

xpositions and
 the ind

ivid
u

al
fairs’ loss history. R

isk fees for the w
orkers’ com

p
ensation

program
 are assessed

 to the m
em

bership on the basis of
gross payroll and

 the ind
ivid

u
al fairs’ loss history. C

overage
for both program

s is based
 on the calend

ar year.

R
isk fees for the special events program

 are assessed
 to

participating fair facility u
sers on the basis of the estim

ated
level of risk and

 attend
ance of each special event.

Fu
nd

ing for the R
evenu

e P
rotection P

rogram
 is assessed

to the m
em

bership
 based

 on a fee of $250 per $25,000
of coverage.

T
he A

u
thority provid

es excess reinsu
rance coverage for a

single loss or a series of losses w
hich w

ou
ld

 exceed
 the

equ
ity of the A

u
thority. In the u

nlikely event that excess
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reinsu
rance is not ad

equ
ate for a catastrophic loss or series of

losses, the A
u

thority has the ability to m
ake su

pplem
entary

assessm
ents to m

em
ber fairs. In ad

d
ition, the A

u
thority or

its m
em

ber fairs cou
ld

 requ
est su

pport from
 the Fairs and

E
xpositions Fu

nd
 or from

 a specific appropriation by the
C

alifornia legislatu
re.

B
 A

 S I S   O
 F   A

 C
 C

 O
 U

 N
 T I N

 G

A
s the A

u
thority w

as established
 to accou

nt for activities that
are operated

 in a m
anner sim

ilar to those of private bu
siness

enterprises, it is consid
ered

 an enterprise fu
nd

 and
, as su

ch,
the accou

nting record
s of the A

u
thority are m

aintained
 on the

accru
al basis of accou

nting. A
s allow

ed
 by governm

ental
accou

nting stand
ard

s, the A
u

thority has elected
 to apply

statem
ents and

 related
 interpretations issu

ed
 by the Financial

A
ccou

nting Stand
ard

s B
oard

 before N
ovem

ber 30, 1989,
except for those that conflict w

ith or contrad
ict G

overnm
ent

A
ccou

nting Stand
ard

s B
oard

 (G
A

SB
) pronou

ncem
ents.

U
 S E   O

 F   E S T I M
 A

 T E S

T
he preparation of financial statem

ents in conform
ity w

ith
accou

nting principles generally accepted
 in the U

nited
 States

of A
m

erica (G
A

A
P

) requ
ires m

anagem
ent to m

ake estim
ates

and
 assu

m
ptions. T

hese estim
ates and

 assu
m

ptions affect the
reported

 am
ou

nts of assets and
 liabilities at the d

ate of the
financial statem

ents and
 the reported

 am
ou

nts of revenu
es

and
 expenses d

u
ring the reporting period

. A
ctu

al resu
lts

cou
ld

 d
iffer from

 these estim
ates.

C
 A

 S H
   A

 N
 D

   C
 A

 S H
   E Q

 U
 I V

 A
 L E N

 T S

T
he A

u
thority consid

ers all highly liqu
id

 d
ebt instru

m
ents

pu
rchased

 w
ith a m

atu
rity of three m

onths or less and
 its

investm
ent in the L

ocal A
gency Investm

ent Fu
nd

 (L
A

IF)
to be cash equ

ivalents.

I N
 V

 E S T M
 E N

 T S

T
he A

u
thority record

s its investm
ents and

 cash in the
L

A
IF at fair valu

e. C
hanges in fair valu

e are reported
 as

revenu
e in the statem

ent of op
erations.

Fair valu
e of investm

ents has been d
eterm

ined
 based

on qu
oted

 m
arket p

rices. T
he A

u
thority’s investm

ent in
L

A
IF is valu

ed
 based

 on the relative fair valu
e of the

entire external pool to the external pool’s resp
ective

am
ortized

 cost.

F I X
 E D

   A
 S S E T S

Fixed
 assets are stated

 at cost.  M
ajor ad

d
itions are cap

ital-
ized

 and
 repair and

 m
aintenance costs are expensed

.
D

epreciation is com
pu

ted
 u

sing the straight-line m
ethod

over estim
ated

 u
sefu

l lives of three years for au
tom

obiles
and

 com
pu

ter equ
ipm

ent, five years for fu
rnitu

re and
equ

ipm
ent, 15 years for im

provem
ents, and

 25 years for
bu

ild
ings. W

hen assets are sold
 or aband

oned
, the cost

and
 related

 accu
m

u
lated

 d
ep

reciation are rem
oved

 from
the accou

nts and
 the resu

lting gain or loss is recognized
 in

the statem
ent of operations.
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R I S K
   F E E S   R E C E I V

 A
 B L E / R E C E I V

 A
 B L E S

F R O
 M

   F A
 I R S   A

 N
 D

   O
 T H

 E R S

R
isk fees receivable represent the billed

 and
 u

nbilled
 portion

of w
orkers’ com

pensation and
 general liability insu

rance fees
at a specific point in tim

e. R
eceivables from

 fairs and
 others

represent am
ou

nts related
 to letters of u

nd
erstand

ing and
other services perform

ed
. R

isk fees assessed
 are recognized

as earned
 on a pro rata basis over the coverage term

.

M
em

ber fairs have three paym
ent plan options for their

annu
al assessm

ents for the w
orkers’ com

pensation and
general liability program

s. T
hese plans consist of:

1.
L

u
m

p su
m

 paym
ent by Ju

ly 31, w
ith a 2%

 d
iscou

nt;

2.
Six m

onthly paym
ents from

 Ju
ly 1 throu

gh D
ecem

ber 31,
w

ith a 1%
 d

iscou
nt; or

3.
Tw

elve equ
al m

onthly paym
ents.

T
he annu

al assessm
ent covers the policy coverage period

Janu
ary 1 throu

gh D
ecem

ber 31. T
he first m

onthly paym
ent

is assessed
 in Ju

ly of the sam
e year as the coverage period

,
and

 the last paym
ent is assessed

 in Ju
ne of the year follow

ing
the year of coverage. T

herefore, u
nd

er the tw
elve-m

onth
paym

ent plan, the fairs are billed
 six m

onths in arrears of
their m

onthly coverage.

U
 N

 P
 A

 I D
   L O

 S S E S   A
 N

 D
   L O

 S S
A

 D
 J U

 S T M
 E N

 T   E X
 P

 E N
 S E S

T
he A

u
thority establishes claim

 liabilities based
 on

estim
ates of the u

ltim
ate cost of claim

s (inclu
d

ing fu
tu

re

claim
 ad

ju
stm

ent expenses) that have been rep
orted

 bu
t

not settled
 and

 of claim
s that have been incu

rred
 bu

t not
reported

. T
hese estim

ates have not been d
iscou

nted
 to their

present valu
e. T

he length of tim
e for w

hich su
ch costs m

u
st

be estim
ated

 varies d
epend

ing on the coverage involved
.

E
stim

ated
 am

ou
nts of salvage and

 su
brogation and

 rein-
su

rance recoverable on u
np

aid
 claim

s are d
ed

u
cted

 from
the liability for u

npaid
 claim

s. B
ecau

se actu
al claim

 costs
d

epend
 on su

ch com
plex factors as inflation, changes in

d
octrines of legal liability, and

 d
am

age aw
ard

s, the process
u

sed
 in com

pu
ting claim

 liabilities d
oes not necessarily

resu
lt in an exact am

ou
nt, particu

larly for coverage su
ch as

general liability. C
laim

 liabilities are recom
p

u
ted

 period
i-

cally u
sing a variety of actu

arial and
 statistical techniqu

es
to prod

u
ce cu

rrent estim
ates that reflect recent settlem

ents,
claim

 frequ
ency, and

 other econom
ic and

 social factors. A
provision for inflation in the calcu

lation of estim
ated

 fu
tu

re
claim

s costs is im
p

licit in the calcu
lation becau

se reliance is
placed

 both on actu
al historical d

ata that reflect past
inflation and

 on other factors that are consid
ered

 to be
appropriate m

od
ifiers of past exp

erience. A
d

ju
stm

ents to
claim

 liabilities are charged
 or cred

ited
 to exp

ense in the
period

s in w
hich they becom

e know
n.

A
lthou

gh the A
u

thority consid
ers its exp

erience and
ind

u
stry d

ata in d
eterm

ining the liabilities, assu
m

ptions
and

 projections as to fu
tu

re events are necessary and
u

ltim
ate losses m

ay d
iffer significantly from

 am
ou

nts
projected

. B
ecau

se only lim
ited

 historical d
ata is available

and
 assu

m
ptions and

 projections as to fu
tu

re events are
necessary, u

ltim
ate losses m

ay d
iffer significantly from

estim
ates in the near term

.
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2
. C

A
SH

 A
N

D
 C

A
SH

 EQ
U

IV
A

LEN
TS

C
ash

 an
d

 cash
 eq

u
ivalen

ts at D
ecem

b
er 31, con

sisted
 of th

e follow
in

g:

               2
 0

 0
 1

           2
 0

 0
 0

C
arrying

B
ank

C
arrying

B
ank

A
m

ou
nt

B
alance

A
m

ou
nt

B
alance

C
ash in banks

$
2,952,362

$
  3,222,725

$
   551,010

$
   862,441

M
oney M

arket Fu
nd

   356,228
     356,228

     66,424
     66,424

L
A

IF
6,479,118

  6,479,118
7,280,129

    7,157,111

Total cash and
 cash equ

ivalents
$

9,787,708
$

10,058,071
$

7,897,563
$

8,085,976

C
ash balances held

 in banks and
 m

oney m
arket fu

nd
s are insu

red
 u

p
 to $100,000 by the Fed

eral D
ep

ository Insu
rance

C
orp

oration (FD
IC

).  B
alances above the insu

red
 lim

it are collateralized
.

T
he cash in L

A
IF is consid

ered
 highly liqu

id
. C

alifornia’s state p
ool rep

resentatives have ind
icated

 that L
A

IF has not
invested

 in d
erivatives, bu

t d
oes invest in stru

ctu
red

 notes and
 asset-backed

 secu
rities. T

hese investm
ents rep

resent
ap

p
roxim

ately 4.7%
 of the p

ool assets at D
ecem

ber 31, 2001. T
hese p

ooled
 fu

nd
s are carried

 at fair valu
e, w

hich w
as

ap
p

roxim
ated

 by cost. A
ny investm

ent losses are shared
 p

rop
ortionately by all p

articip
ants in the p

ool.
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3
. IN

V
ESTM

EN
TS

U
nd

er provisions of C
alifornia G

overnm
ent C

od
e Sections

6509.5 and
 53601 (the C

od
e), the A

u
thority is au

thorized
 to

invest in:

•
A

 variety of fed
eral and

 state treasu
ry obligations

(inclu
d

ing local C
alifornia agencies).

•
O

bligations or other instru
m

ents of or issu
ed

by fed
eral agencies or governm

ent-sponsored
enterprises.

•
B

ankers’ acceptances w
hich are eligible for pu

rchase
by the fed

eral reserve system
 (su

bject to certain
lim

itations).

•
P

rim
e qu

ality com
m

ercial paper (su
bject to certain

lim
itations).

•
N

egotiable certificates of d
eposit issu

ed
 by nationally

or state charted
 banks, savings and

 loan associations,
and

 cred
it u

nions.

•
R

epu
rchase agreem

ents or reverse repu
rchase

agreem
ents of any secu

rities au
thorized

 by the C
od

e.

•
M

ed
iu

m
-term

 notes of a m
axim

u
m

 of five years
m

atu
rity issu

ed
 by corporations organized

 and
operating w

ithin the U
nited

 States or by d
epository

institu
tions licensed

 by the U
nited

 States or any state
and

 operating w
ithin the U

nited
 States.

T
he A

u
thority’s investm

ents are categorized
 accord

ing to
G

A
SB

 Statem
ent N

o. 3, D
eposits w

ith Financial Institutions,
Investm

ents (including R
epurchase A

greem
ents), and R

everse
R

epurchase A
greem

ents, as follow
s:

C
ategory 1: Insu

red
 or registered

, or secu
rities held

 by the
entity or its agent in the entity’s nam

e.

C
ategory 2: U

ninsu
red

 and
 u

nregistered
, w

ith secu
rities

held
 by the cou

nter party’s tru
st d

epartm
ent or agent in

the entity’s nam
e.

C
ategory 3: U

ninsu
red

 and
 u

nregistered
 w

ith secu
rities

held
 by the cou

nter party or its tru
st d

ep
artm

ent or agent
bu

t not in the entity’s nam
e.
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In
vestm

en
ts h

eld
 b

y th
e A

u
th

ority at D
ecem

b
er 31, 2001 an

d
 2000 con

sisted
 of th

e follow
in

g:

D
EC

EM
B
ER

 3
1

, 2
0

0
1

                 C
 a t e g o r y

1
2

3
Fair V

alu
e

A
m

ortized
 C

ost

U
.S. Treasu

ry N
otes

$
1,227,843

–
–

$
1,227,843

$
1,191,368

U
.S. G

overnm
ent A

gencies
1,431,425

–
–

1,431,425
1,369,510

C
orporate B

ond
s

2,602,050
–

–
2,602,050

2,521,171

Total
$

5,261,318
–

–
$

5,261,318
$

5,082,049

D
EC

EM
B
ER

 3
1

, 2
0

0
0

                 C
 a t e g o r y

1
2

3
Fair V

alu
e

A
m

ortized
 C

ost

U
.S. Treasu

ry N
otes

$
2,319,977

–
–

$
2,319,977

$
1,269,957

U
.S. G

overnm
ent A

gencies
1,491,321

–
–

1,491,321
1,467,655

C
orporate B

ond
s

1,269,794
–

–
1,269,794

2,354,883

Total
$

5,081,092
–

–
$

5,081,092
$

5,092,495

3
. IN

V
ESTM

EN
TS (co

n
tin

u
ed

)
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. FIX

ED
 A

SSETS

Fixed
 assets as of D

ecem
ber 31, 2001 and

 2000 consisted
 of

the follow
ing:

 2
 0

 0
 1

 2
 0

 0
 0

B
u

ild
ing and

 im
p

rovem
ents

$
1,862,804

$
1,856,730

L
and

   681,073
   681,073

E
qu

ip
m

ent
   552,920

   529,916

Fu
rnitu

re and
 leasehold

im
p

rovem
ents

   129,188
   128,593

V
ehicles

     57,213
     57,213

Total fixed
 assets

3,283,198
3,253,525

L
ess accu

m
u

lated
 d

ep
reciation

and
 am

ortization
   (1,211,316)       (1,050,386)

Fixed
 assets, net

$
2,071,882

$
2,203,139

4
. C

O
N

TR
A

C
TS R

EC
EIV

A
B
LE FO

R
    EQ

U
IP

M
EN

T FIN
A

N
C
IN

G
, N

ET

T
he A

u
thority has long-term

 contracts w
ith its m

em
ber fairs

for the financing of equ
ipm

ent. U
nd

er this program
, the

A
u

thority either pu
rchases equ

ipm
ent on behalf of the fairs or

m
akes loans to the fairs for them

 to pu
rchase equ

ipm
ent. T

he
contracts bear an interest rate of 8.50%

 and
 are collateralized

by the u
nd

erlying equ
ipm

ent. A
ll equ

ipm
ent is ow

ned
 by the

fairs in their ow
n nam

e.

A
nnu

al m
inim

u
m

 paym
ents d

u
e on these contracts at

D
ecem

ber 31, 2001 are as follow
s:

Y
EA

R
 EN

D
IN

G
 D

EC
EM

B
ER

 3
1

,

2002
$

  52,366

2003
  18,001

2004
    7,497

2005
    6,069

2006
  42,747

Total m
inim

u
m

 p
aym

ents
126,680

L
ess am

ou
nt rep

resenting interest
(  24,797)

N
et contracts receivable for

equ
ipm

ent financing
$

101,883
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. D

IV
ISIO

N
 O

F FA
IR

S A
N

D
 EX

P
O

SITIO
N

S FU
N

D
S

D
u

ring 2001 and
 2000, the A

u
thority received

 from
 the

D
ivision of Fairs and

 E
xpositions (D

ivision) approxi-
m

ately $950,000 annu
ally in fu

nd
s to be u

sed
 for the

U
nem

ploym
ent Insu

rance P
rogram

. In ad
d

ition, the
A

u
thority received

 $1,000,000 from
 the D

ivision in 1997
to act as an interm

ed
iary for the E

qu
ipm

ent E
xchange

P
rogram

. O
f the total fu

nd
s received

, $1,085,696 and
$1,417,394 w

ere u
nexpend

ed
 at D

ecem
ber 31, 2001 and

2000, respectively. T
hese fu

nd
s are com

m
itted

 to fair
service program

s u
nd

er letters of u
nd

erstand
ing w

ith
the D

ivision and
 accou

nted
 for as liabilities u

ntil spent.
R

eceipts and
 expend

itu
res of D

ivision fu
nd

s are not
record

ed
 as A

u
thority revenu

es and
 expenses, except for

ad
m

inistration fees.

A
t D

ecem
ber 31, 2001, the A

u
thority’s liabilities also

inclu
d

ed
 $2,549,717 in fu

nd
s ad

vanced
 from

 the C
alifor-

nia Fairs Financing A
u

thority, as au
thorized

 by the
D

ivision, for the pu
rpose of fu

nd
ing the operations of a

property insu
rance risk pooling program

 for C
alifornia

fairs beginning Janu
ary 1, 2002.

7
. R

EV
EN

U
E P

R
O

TEC
TIO

N
 P

R
O

G
R
A

M

T
he D

ivision of Fairs and
 E

xpositions ad
vanced

 fu
nd

s to the
A

u
thority in 1995 to fu

nd
 the R

evenu
e P

rotection P
rogram

w
hich provid

es coverage to the fairs ranging from
 $50,000 to

$600,000 per m
em

ber. In ad
d

ition, excess insu
rance provid

es
coverage of $1,000,000 to the fairs. T

he A
u

thority ad
m

inisters
the fu

nd
s received

 and
 pays claim

s u
nd

er this p
rogram

 on
behalf of the m

em
ber fairs for a fee and

 d
oes not assu

m
e any

liability for claim
s. P

rem
iu

m
s are assessed

 to fairs to m
aintain

the P
rogram

 resou
rces at the am

ou
nts originally fu

nd
ed

. T
he

transactions record
ed

 d
u

ring the years end
ed

 D
ecem

ber 31,
2001 and

 2000 inclu
d

e the follow
ing:2

 0
 0

 1
2

 0
 0

 0

U
nexpend

ed
 fu

nd
s at

Janu
ary 1

$
3,671,781

$
3,972,068

Fees assessed
 to fairs

   124,750
     89,000

Investm
ent incom

e
   263,674

   294,473

E
xcess insu

rance
reim

bu
rsem

ent
     87,259

C
laim

s paid
 or accru

ed
 (181,479)

 (624,329)

A
d

m
inistration fee

   (50,000)
   (50,000)

E
xcess policy prem

iu
m

   ( 20,000)
     (9,431)

U
nexpend

ed
 fu

nd
s at

D
ecem

ber 31
$

3,895,985
$

3,671,781
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. U

N
PA

ID
 LO

SSES A
N

D
 LO

SS A
D

JU
STM

EN
T EX

P
EN

SES

A
s d

iscu
ssed

 in N
ote 1, the A

u
thority establishes a liability for both reported

 and
 u

nreported
 insu

red
 events, w

hich inclu
d

es
estim

ates of both fu
tu

re paym
ents of losses and

 related
 claim

 ad
ju

stm
ent expenses, both allocated

 and
 u

nallocated
. T

he
follow

ing represents changes in those aggregate liabilities d
u

ring the years end
ed

 D
ecem

ber 31, 2001 and
 2000:

2
 0

 0
 1

 2
 0

 0
 0

U
npaid

 losses and
 loss ad

ju
stm

ent expenses, beginning of fiscal year
$

6,090,000
$

6,489,285

Incu
rred

 losses and
 loss ad

ju
stm

ent expenses:

P
rovision for covered

 events of the cu
rrent year

2,637,053
2,490,018

Increase in provision for covered
 events of prior years

   453,296
1,463,884

Total incu
rred

 losses and
 loss ad

ju
stm

ent expenses
3,090,349

3,953,902

P
aym

ents:

L
osses and

 loss ad
ju

stm
ent expenses attribu

table to covered
 events of the cu

rrent year
   454,734

   585,277

L
osses and

 loss ad
ju

stm
ent expenses attribu

table to covered
 events of prior years

2,778,615
3,767,910

Total paym
ents

3,233,349
4,353,187

Total u
npaid

 losses and
 loss ad

ju
stm

ent expenses, end
 of fiscal year

$
5,947,000

$
6,090,000

T
he com

ponents of the u
npaid

 losses and
 loss ad

ju
stm

ent expenses as of D
ecem

ber 31, 2001 and
 2000 w

ere as follow
s:

2
 0

 0
 1

 2
 0

 0
 0

L
oss reserves

$
4,357,477

$
3,946,738

L
osses incu

rred
 bu

t not rep
orted

 (IB
N

R
)

1,292,523
1,893,262

U
nallocated

 loss ad
ju

stm
ent expenses (U

L
A

E
)

   297,000
   250,000

Total
$

5,947,000
$

6,090,000



C
FSA

 Fin
a

n
cia

ls 2
0

0
1

/2
0

0
0

C
 

F
 

S
 

A
 

 
 

2
 

0
 

0
 

1
 

 
 

A
 

n
 

n
 

u
 

a 
l 

 
 

R
 

e 
p

 
o 

r 
t

4
3

4
3

9
. C

O
N

FID
EN

C
E M

A
R
G

IN

T
he B

oard
 has d

esignated
 a confid

ence m
argin for all pro-

gram
s of the A

u
thority for fu

tu
re loss d

evelopm
ent in ord

er
to m

aintain a 90%
 confid

ence level for each program
 for 2001

and
 2000. T

he confid
ence m

argin represents actu
arially

estim
ated

 losses at a specific confid
ence level in excess of the

actu
arially estim

ated
 losses at the expected

 (55%
) confid

ence
level. A

ny retained
 earnings in excess of the confid

ence
m

argin are u
nd

esignated
. T

he d
esignated

 retained
 earnings

confid
ence m

argin for each of the program
s at D

ecem
ber 31 is

as follow
s:

 2
 0

 0
 1

 2
 0

 0
 0

G
eneral liability

$
1,180,000

$
1,480,000

W
orkers’ com

p
ensation

1,097,000
   840,000

Sp
ecial events

   238,000
   280,000

   Total confid
ence m

argin
$

2,515,000
$

2,600,000

1
0
. D

EFER
R
ED

 C
O

M
P
EN

SA
TIO

N
 P

LA
N

T
he A

u
thority offers its em

ployees a d
eferred

 com
p

ensation
plan created

 in accord
ance w

ith Internal R
evenu

e C
od

e
Section 457. T

he p
lan, available to all regu

lar em
ployees,

perm
its them

 to d
efer a portion of their salaries u

ntil fu
tu

re
years. T

he d
eferred

 com
pensation is not available to

em
ployees u

ntil term
ination, retirem

ent, d
eath, or an

u
nforeseeable em

ergency. T
he A

u
thority d

oes not m
ake

contribu
tions to the plan.

In 1997, the B
oard

 au
thorized

 revisions to the plan to
im

plem
ent fed

eral legislative changes. T
hese changes

clarified
 that plan assets are held

 for the benefit of
participating em

ployees and
 are not su

bject to claim
s

by cred
itors of the A

u
thority. T

herefore, the plan is not
inclu

d
ed

 in the A
u

thority’s financial statem
ents.
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. EM

P
LO

Y
EE R

ETIR
EM

EN
T SY

STEM

E
ligible em

ployees are covered
 u

nd
er an agent m

u
lti-

em
ployer d

efined
 benefit pension plan m

aintained
 by

an agency of the State of C
alifornia. T

he A
u

thority’s
em

ployees are m
em

bers of the C
alifornia P

u
blic

E
m

ployees’ R
etirem

ent System
 (C

alP
E

R
S).

P
 L A

 N
   D

 E S C
 R

 I P
 T I O

 N

T
he A

u
thority’s d

efined
 benefit pension plan (the P

lan)
provid

es retirem
ent and

 d
isability benefits, annu

al
cost-of-living ad

ju
stm

ents, and
 d

eath benefits to P
lan

m
em

bers and
 beneficiaries. T

he P
lan is part of the

M
iscellaneou

s G
rou

p of the C
alifornia P

u
blic E

m
ployees’

R
etirem

ent System
, an agent m

u
ltiple-em

ployer plan
ad

m
inistered

 by C
alP

E
R

S, w
hich acts as a com

m
on

investm
ent and

 ad
m

inistrative agent for participating
pu

blic em
ployers w

ithin the State of C
alifornia.

A
 m

enu
 of benefit provisions as w

ell as other requ
ire-

m
ents are established

 by State statu
tes w

ithin the P
u

blic
E

m
ployees’ R

etirem
ent L

aw
. T

he P
lan provid

es optional
benefit provisions from

 the benefit m
enu

 selected
 u

nd
er

contract w
ith C

alP
E

R
S and

 ad
opts those benefits throu

gh
the A

u
thority’s B

oard
 approval. C

alP
E

R
S issu

es a
separate com

prehensive annu
al financial report. C

opies
of C

alP
E

R
S’ annu

al financial report m
ay be obtained

from
 the C

alP
E

R
S E

xecu
tive O

ffice at 400 P Street,
Sacram

ento, C
alifornia 95814.

F U
 N

 D
 I N

 G
   P

 O
 L I C

 Y

A
ctive A

u
thority em

ployees are requ
ired

 to contribu
te 7.0%

of their annu
al covered

 salary. T
he A

u
thority is requ

ired
 to

contribu
te the actu

arially d
eterm

ined
 rem

aining am
ou

nts
necessary to fu

nd
 the benefits for its em

p
loyees. T

he actu
arial

m
ethod

s and
 assu

m
ptions u

sed
 are those ad

opted
 by the

C
alP

E
R

S B
oard

 of A
d

m
inistration. T

he requ
ired

 em
ployer

contribu
tion rate for the year end

ed
 D

ecem
ber 31, 2001 w

as
0%

. T
he contribu

tion requ
irem

ents of the em
ployees are

established
 by State statu

te and
 the em

ployer contribu
tion

rate is established
 and

 m
ay be am

end
ed

 by C
alP

E
R

S.

A
 N

 N
 U

 A
 L   P

 E N
 S I O

 N
   C

 O
 S T

For the year end
ed

 D
ecem

ber 31, 2001, the A
u

thority’s
em

ployee’s contribu
tion am

ou
nt w

as $98,241.  T
he requ

ired
contribu

tion for the year end
ed

 D
ecem

ber 31, 2001 w
as

d
eterm

ined
 as part of the Ju

ne 30, 1998 and
 Ju

ne 30, 1999
actu

arial valu
ations u

sing the entry age norm
al actu

arial cost
m

ethod
 w

ith the contribu
tions d

eterm
ined

 as a p
ercent of

pay. T
he actu

arial assu
m

ptions inclu
d

ed
 an 8.25%

 investm
ent

rate of retu
rn (net of ad

m
inistrative expenses) and

 a 3.5%
cost-of-living ad

ju
stm

ent. T
he actu

arial valu
e of the P

lan’s
assets w

as d
eterm

ined
 u

sing a techniqu
e that sm

oothes the
effect of short-term

 volatility in the m
arket valu

e of invest-
m

ents over a tw
o to five year p

eriod
 d

ep
end

ing on the size of
investm

ent gains and
/

or losses. T
he A

u
thority’s excess assets

are being am
ortized

 as a level percentage of projected
 payroll

on a closed
 basis. T

he rem
aining am

ortization p
eriod

 at
D

ecem
ber 31, 2001 w

as 20 years.
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TH
R
EE-Y

EA
R
 TR

EN
D

 IN
FO

R
M

A
TIO

N
 FO

R
 TH

E P
LA

N

Fiscal Y
ear E

n
d

ed
 D

ecem
b

er 31:

A
nnu

al
P

ercentage
 N

et O
bligation

P
ension C

ost
of A

P
C

 (A
sset)/

(A
P

C
)

C
ontribu

ted
  L

iability

1999
$ 130,421

100%
$ 0

2000
$  95,999

100%
$ 0

2001
$  98,241

100%
$ 0

FU
N

D
ED

 STA
TU

S O
F TH

E P
LA

N

V
alu

ation
E

ntry A
ge

A
ctu

arial
E

xcess
Fu

nd
ed

A
nnu

al
E

xcess A
ssets

D
ate

N
orm

al A
ccru

ed
V

alu
e of

A
ssets

Statu
s

C
overed

as a P
ercentage

L
iability

A
ssets

P
ayroll

of P
ayroll

1998
$

2,867,473
$

3,894,958
$

1,027,485
135.8%

$
2,000,559

 51.360%

1999
$

3,150,585
$

4,495,546
$

1,344,961
142.7%

$
1,415,502

 95.017%

2000
$

3,660,609
$

5,109,206
$

1,448,597
139.6%

$
1,304,708

111.028%

A
m

ou
nts contribu

ted
 to C

alP
E

R
S are based

 on the actu
arially

d
eterm

ined
 annu

al contribu
tion rates ap

p
lied

 as a p
ercentage

of p
ayroll costs. T

he am
ou

nts contribu
ted

 w
ill d

iffer from
 the

p
rojected

 annu
al p

ension cost d
u

e to flu
ctu

ations betw
een

actu
al and

 p
rojected

 p
ayroll costs. T

he net p
ension asset as of

D
ecem

ber 31, 2001 is not significant and
 has not been accru

ed
in the financial statem

ents.

1
2
. P

O
STR

ETIR
EM

EN
T B

EN
EFITS

T
he A

u
thority provid

es postretirem
ent health care benefits

in accord
ance w

ith G
overnm

ent C
od

e Section 22754 to all
em

ployees w
ho retire from

 the A
u

thority on or after attaining
a certain age and

 m
eeting length of service requ

irem
ents.

T
he postretirem

ent health care benefits are fu
nd

ed
 on a

pay-as-you
-go basis. T

he A
u

thority had
 seven retirees as of

D
ecem

ber 31, 2001 and
 seven retirees as of D

ecem
ber 31, 2000,

on w
hose behalf it paid

 $33,185 and
 $24,875 in postretirem

ent
health care benefits d

u
ring the years end

ed
 D

ecem
ber 31, 2001

and
 2000, respectively.
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3
. LEA

SE IN
C
O

M
E

T
he A

u
thority leases a portion of its office bu

ild
ing to other

joint pow
ers au

thorities and
 one other tenant u

nd
er operating

leases w
hich expire in D

ecem
ber 2005.  T

he leases provid
e for

m
onthly fixed

 paym
ents. L

ease incom
e u

nd
er these noncan-

celable leases w
as $125,438 for the year end

ed
 D

ecem
ber 31,

2001. Total rental incom
e for the years end

ed
 D

ecem
ber 31,

2001 and
 2000, inclu

d
ing su

blease incom
e, am

ou
nted

 to
$125,438 and

 $155,788, respectively.

M
inim

u
m

 fu
tu

re rental paym
ents to be received

 u
nd

er the
noncancellable leases for each of the next five years is as
follow

s at D
ecem

ber 31, 2001:

Y
EA

R
 EN

D
IN

G
 D

EC
EM

B
ER

 3
1

,

2002
$

127,757

2003
129,578

2004
132,612

2005
  93,934

Total
$

483,881

1
4
. SU

B
SEQ

U
EN

T EV
EN

T

A
s d

iscu
ssed

 in N
ote 6, the A

u
thority began a P

ooled
P

roperty P
rotection P

rogram
, effective Janu

ary 1, 2002.
T

his program
 w

as fu
nd

ed
 by a $2,550,000 transfer from

 the
C

alifornia Fairs Financing A
u

thority and
 $450,000 from

 the
D

ivision of Fairs and
 E

xpositions of the C
alifornia D

ep
art-

m
ent of Food

 and
 A

gricu
ltu

re. T
he A

u
thority’s SIR

 is
$500,000 for each occu

rrence w
ith a $1,000,000 annu

al
aggregate for all losses. In ad

d
ition, the A

u
thority obtained

excess property insu
rance coverage w

ith lim
its of u

p to
$100,000,000 per occu

rrence for covered
 locations.
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SU
PPLEM

EN
TA

RY
IN

FO
R
M

A
TIO
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S LIA
B
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Y
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P
E O

F C
O

N
TR

A
C
T

G
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 I L I T Y
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 R
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 R

 A
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FO
R
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R
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D
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 D
EC
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B
ER
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1

, 2
0

0
1

 A
N

D
 2

0
0

0

      2
0

0
1

  2
0

0
0

U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses, B
eginning of Year

$
3,240,000

$
2,555,241

Incu
rred

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses:

P
rovision for Insu

red
 E

vents of the C
u

rrent Year
   838,196

1,010,609

Increase (d
ecrease) in P

rovision for Insu
red

 E
vents of P

rior Years
       (95,272)

2,036,154

Total Incu
rred

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses
   742,924

3,046,763

P
aym

ents:

L
osses and

 L
oss A

d
ju

stm
ent E

xpenses A
ttribu

table to
Insu

red
 E

vents of the C
u

rrent Year
     82,021

   114,724

L
osses and

 L
oss A

d
ju

stm
ent E

xpenses A
ttribu

table to
Insu

red
 E

vents of P
rior Years

1,550,903
2,247,280

Total P
aym

ents
1,632,924

2,362,004

Total U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses, E
nd

 of Year
$

2,350,000
$

3,240,000

  2
0

0
1

  2
0

0
0

C
laim

s R
eserves

$
1,979,702

$
2,609,397

C
laim

s Incu
rred

 B
u

t N
ot R

ep
orted

 (IB
N

R
)

   260,298
   540,603

U
nallocated

 L
oss A

d
ju

stm
ent E

xp
enses (U

L
A

E
)

   110,000
     90,000

$
2,350,000

$
3,240,000
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0

0
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  2
0

0
0

U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses, B
eginning of Year

$
2,590,000

$
3,402,220

Incu
rred

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses:

P
rovision for Insu

red
 E

vents of the C
u

rrent Year
1,669,000

1,390,309

D
ecrease in P

rovision for Insu
red

 E
vents of P

rior Years
   677,432

  (623,986)

Total Incu
rred

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses
2,346,432

   766,323

P
aym

ents:

L
osses and

 L
oss A

d
ju

stm
ent E

xpenses A
ttribu

table to

Insu
red

 E
vents of the C

u
rrent Year

   354,363
   469,189

L
osses and

 L
oss A

d
ju

stm
ent E

xpenses A
ttribu

table to

Insu
red

 E
vents of P

rior Years
1,166,069

1,109,354
Total P

aym
ents

1,520,432
1,578,543

Total U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses, E
nd

 of Year
$

3,416,000
$

2,590,000

  2
0

0
1

  2
0

0
0

C
laim

s R
eserves

$
2,343,504

$
1,263,791

C
laim

s Incu
rred

 B
u

t N
ot R

ep
orted

 (IB
N

R
)

   921,496
1,206,209

U
nallocated

 L
oss A

d
ju

stm
ent E

xp
enses (U

L
A

E
)

   151,000
   120,000

$
3,416,000

$
2,590,000

R
EC

O
N

C
ILIA

TIO
N

 O
F C

LA
IM

S LIA
B
ILITIES B

Y
 TY

P
E O

F C
O

N
TR

A
C
T

W
 O

 R
 K

 E R
 S ’   C

 O
 M

 P
 E N

 S A
 T I O

 N
   P

 R
 O

 G
 R

 A
 M

FO
R
 TH

E Y
EA

R
S EN

D
ED

 D
EC

EM
B
ER

 3
1

, 2
0

0
1

 A
N

D
 2

0
0

0
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0
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5
0

5
0

  2
0

0
1

 2
0

0
0

U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses, B
eginning of Year

$
 260,000

$
531,824

Incu
rred

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses:

P
rovision for Insu

red
 E

vents of the C
u

rrent Year
 129,857

  89,100

Increase in P
rovision for Insu

red
 E

vents of P
rior Years

(128,864)
  51,716

Total Incu
rred

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses
        993

140,816

P
aym

ents:

L
osses and

 L
oss A

d
ju

stm
ent E

xpenses A
ttribu

table to
Insu

red
 E

vents of the C
u

rrent Year
   18,350

    1,364

L
osses and

 L
oss A

d
ju

stm
ent E

xpenses A
ttribu

table to
Insu

red
 E

vents of P
rior Years

   61,643
411,276

Total P
aym

ents
   79,993

412,640

Total U
npaid

 L
osses and

 L
oss A

d
ju

stm
ent E

xpenses, E
nd

 of Year
$

 181,000
$

260,000

  2
0

0
1

  2
0

0
0

C
laim

s R
eserves

$
   34,271

$
  73,550

C
laim

s Incu
rred

 B
u

t N
ot R

eported
 (IB

N
R

)
 110,729

146,450

U
nallocated

 L
oss A

d
ju

stm
ent E

xpenses (U
L

A
E

)
   36,000

  40,000

$
 181,000

$
260,000

R
EC

O
N

C
ILIA

TIO
N

 O
F C

LA
IM

S LIA
B
ILITIES B

Y
 TY

P
E O

F C
O

N
TR

A
C
T

S P
 E C

 I A
 L   E V

 E N
 T S   P

 R
 O

 G
 R

 A
 M

FO
R
 TH

E Y
EA

R
S EN

D
ED

 D
EC

EM
B
ER

 3
1

, 2
0

0
1
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N

D
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0
0

0
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5
1

C
LA

IM
S D

EV
ELO

P
M

EN
T IN

FO
R
M

A
TIO

N
 •

 G
EN

ER
A

L LIA
B
ILITY

 P
R
O

G
R
A

M
 •

 D
EC

EM
B
ER

 3
1

, 2
0

0
1

       1992
       1993

       1994
       1995

       1996
       1997

       1998
       1999

       2000
       2001

(1)
P

rem
iu

m
 R

evenu
e:

E
arned

$ 2,078,074
$ 2,017,333

$ 2,144,903
$ 2,308,217

$ 2,322,560
$ 1,520,640

$ 1,798,886
$ 1,575,962

$ 1,528,290
$ 1,691,999

C
ed

ed
                 0

                 0
                 0

                0
      (67,241)

     (149,247)
    (221,415)

    (218,360)
    (275,000)

     (286,275)
N

et E
arned

   2,078,074
   2,017,333

   2,144,903
   2,308,217

   2,255,319
   1,371,393

   1,577,471
   1,357,602

   1,253,290
   1,405,724

(2)
U

nallocated
 E

xp
enses:*

D
irect and

 Ind
irect C

osts
      706,615

      864,142
      852,667

      751,077
      643,933

      718,567
     538,189

      448,163
      527,585

      640,809
U

L
A

E
 R

eserve A
d

ju
stm

ent
                 0

                 0
                 0

                0
                 0

                 0
    (396,087)

      (18,114)
       (88,273)

        20,000
N

et E
xp

enses
      706,615

      864,142
      852,667

      751,077
      643,933

      718,567
      142,102

      430,049
      439,312

      660,809

(3)
E

stim
ated

 L
osses and

 E
xp

enses E
nd

 of P
olicy Year:

Incu
rred

**
      975,849

   1,745,678
   1,432,855

   2,322,830
   2,078,420

   4,499,615
      800,000

      730,000
   1,060,000

      825,000
C

ed
ed

                0
                0

                0
                0

                0
     (652,869)

                0
                0

                0
                0

N
et Incu

rred
      975,849

   1,745,678
   1,432,855

   2,322,830
   2,078,420

   3,846,746
      800,000

      730,000
   1,060,000

      825,000

(4)
N

et P
aid

 (C
u

m
u

lative) as of:
E

nd
 of P

olicy Year
        40,084

      155,857
        69,089

        67,214
        49,916

        70,954
        29,112

        41,142
      114,724

        82,021
O

ne Year L
ater

      146,540
      314,454

      210,680
      279,430

      143,183
   1,153,797

        80,343
      169,784

      228,825
Tw

o Years L
ater

      195,813
      570,272

      471,180
      959,139

      336,581
   1,591,012

      155,479
      562,459

T
hree Years L

ater
      209,986

      634,983
      614,412

   1,027,067
      599,882

   3,621,314
      180,752

Fou
r Years L

ater
      209,746

      765,254
      691,360

   1,068,584
      600,581

   4,641,218
Five Years L

ater
      207,946

      777,463
      737,981

   1,051,959
      600,581

Six Years L
ater

      206,121
      809,767

      760,132
   1,051,959

Seven Years L
ater

      204,321
      818,544

      760,132
E

ight Years L
ater

      202,521
      818,544

N
ine Years L

ater
      201,471

(5)
R

e-estim
ated

 C
ed

ed
 L

osses and
 E

xp
enses:

                 0
                 0

                 0
                 0

                 0
      652,869

                0
                 0

                0
                0

(6)
R

e-estim
ated

 N
et Incu

rred
 L

osses and
 E

xp
enses as of:

E
nd

 of P
olicy Year

      975,849
   1,745,678

   1,432,855
   2,322,830

   2,078,420
   3,846,746

      800,000
      730,000

   1,060,000
      825,000

O
ne Year L

ater
      657,999

   1,295,343
   2,022,286

   2,062,921
   1,397,087

   2,200,000
      600,000

      930,000
   1,297,000

Tw
o Years L

ater
      422,178

   1,290,956
   1,397,328

   1,671,684
      730,000

   2,340,000
      440,000

      778,000
T

hree Years L
ater

      458,417
   1,058,522

   1,080,111
   1,200,000

      810,000
   4,717,000

      339,000
Fou

r Years L
ater

      297,544
      916,454

      870,000
   1,150,000

      660,000
   4,642,000

Five Years L
ater

      231,330
      830,000

      820,000
   1,051,959

      656,000
Six Years L

ater
      210,000

      850,000
      760,132

   1,051,959
Seven Years L

ater
      210,000

      818,544
      760,132

E
ight Years L

ater
      204,000

      818,544
N

ine Years L
ater

      202,000

(7)
Increase (D

ecrease) in E
stim

ated
 N

et Incu
rred

 L
osses and

 E
xp

enses from
 E

nd
 of P

olicy Year:
$  (773,849)

$  (927,134)
$  (672,723)    $ (1,270,871)   $ (1,422,420)

   $ 142,385
 $ (461,000)

$      48,000
$    237,000

$               0

*
B

eginning in 1998, u
nallocated

 loss ad
ju

stm
ent exp

enses (U
L

A
E

) are inclu
d

ed
 in

L
ine 2 in accord

ance w
ith G

A
SB

 10. In p
rior years, U

L
A

E
 w

as inclu
d

ed
 in L

ine 3.
**

B
eginning in 1998, the estim

ated
 incu

rred
 losses in L

ine 3 are p
resented

 at the
exp

ected
 (55%

) confid
ence level. P

rior years’ estim
ated

 incu
rred

 losses w
ere

p
resented

 at an 80%
 confid

ence level, w
hich increased

 the estim
ated

 incu
rred

 losses.
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P
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R
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 D
EC

EM
B
ER

 3
1

, 2
0

0
1

        1992
       1993

       1994
       1995

      1996
       1997

1998
1999

2000
2001

(1)
P

rem
iu

m
 R

evenu
e:

E
arned

$ 2,855,582
$ 2,855,582

$ 3,191,767
$ 3,040,938

$ 3,243,352
$ 2,141,088

$ 2,524,431
$ 2,120,786

$ 2,325,968
$ 2,569,992

C
ed

ed
    (157,024)

     (113,009)
      (81,794)

      (80,960)
      (59,258)

      (58,650)
      (43,552)

       (39,191)
      (29,370)

      (40,122)
N

et E
arned

   2,698,558
   2,742,573

   3,109,973
   2,959,978

   3,184,094
   2,082,438

   2,480,879
   2,081,595

   2,296,598
   2,529,870

(2)
U

nallocated
 E

xp
enses:*

D
irect and

 Ind
irect C

osts
      580,220

      738,083
      789,274

      816,225
     819,559

      900,406
      938,620

      706,406
      790,154

      812,421
U

L
A

E
 R

eserve A
d

ju
stm

ent
                0

                0
                0

                0
                0

                0
      107,267

      (15,000)
    (145,000)

        31,000
N

et E
xp

enses
      580,220

      738,083
      789,274

      816,225
      819,559

      900,406
   1,045,887

      691,406
      645,154

      843,421

(3)
E

stim
ated

 L
osses and

 E
xp

enses, E
nd

 of P
olicy Year:

Incu
rred

**
   2,063,296

   2,104,368
   2,334,151

   1,811,805
   2,226,692

   1,671,336
   1,430,000

   1,600,000
   1,480,000

   1,653,000
C

ed
ed

                0
                0

                0
                0

                0
                0

                0
                0

                0
                0

N
et Incu

rred
   2,063,296

   2,104,368
   2,334,151

   1,811,805
   2,226,692

   1,671,336
   1,430,000

   1,600,000
   1,480,000

   1,653,000

(4)
N

et P
aid

 (C
u

m
u

lative) as of:
E

nd
 of P

olicy Year
      355,725

      358,669
      412,287

      236,129
      402,881

      306,799
      255,547

      352,759
      438,517

      354,363
O

ne Year L
ater

   1,046,672
      961,734

      689,334
      561,340

      908,207
      702,814

      585,683
      811,315

   1,094,032
Tw

o Years L
ater

   1,541,847
   1,240,156

      959,607
      746,076

   1,330,716
      885,468

      717,831
   1,091,017

T
hree Years L

ater
   1,747,848

   1,303,124
   1,047,579

      862,417
   1,550,110

   1,174,981
      731,970

Fou
r Years L

ater
   1,853,254

   1,389,706
   1,077,716

      904,817
   1,674,202

   1,169,909
Five Years L

ater
   1,883,916

   1,409,087
   1,076,355

      917,050
   1,785,278

Six Years L
ater

   1,881,583
   1,432,816

   1,089,368
      940,271

Seven Years L
ater

   1,892,997
   1,466,746

   1,063,969
E

ight Years L
ater

   1,907,488
   1,477,936

N
ine Years L

ater
   1,903,280

(5)
R

e-estim
ated

 C
ed

ed
 L

osses and
 E

xp
enses:

                 0
                 0

                 0
                 0

                0
                 0

                 0
                 0

                 0
                0

(6)
R

e-estim
ated

 N
et Incu

rred
 L

osses and
 E

xp
enses as of:

E
nd

 of P
olicy Year

   2,063,296
   2,104,368

   2,334,151
   1,811,805

   2,226,692
   1,671,336

   1,430,000
   1,600,000

   1,480,000
   1,653,000

O
ne Year L

ater
   2,260,482

   2,044,129
   1,605,132

   1,277,603
   1,964,052

   1,360,000
   1,190,000

   1,340,000
   2,134,000

Tw
o Years L

ater
   2,261,190

   1,808,454
   1,387,159

   1,139,219
   1,810,000

   1,350,000
   1,040,000

   1,514,000
T

hree Years L
ater

   2,194,582
   1,614,654

   1,183,123
   1,110,000

   1,870,000
   1,340,000

      842,000
Fou

r Years L
ater

   2,074,936
   1,543,502

   1,180,000
   1,010,000

   1,860,000
   1,257,000

Five Years L
ater

   1,934,290
   1,590,000

   1,150,000
      980,000

   1,952,000
Six Years L

ater
   1,970,000

   1,580,000
   1,130,000

      962,000
Seven Years L

ater
   1,970,000

   1,530,000
   1,076,668

E
ight Years L

ater
   1,950,000

   1,554,000
N

ine Years L
ater

   1,919,000

(7)
D

ecrease in E
stim

ated
 N

et Incu
rred

 L
osses and

 E
xp

enses from
 E

nd
 of P

olicy Year
 $  (144,296)

$   (550,368)   $ (1,257,483)
$   (849,805)

$   (274,692)
$   (414,336)

$   (588,000)
$     (86,000)

$    654,000
$              0

*
B

eginning in 1998, u
nallocated

 loss ad
ju

stm
ent exp

enses (U
L

A
E

) are inclu
d

ed
 in

L
ine 2 in accord

ance w
ith G

A
SB

 10. In p
rior years, U

L
A

E
 w

as inclu
d

ed
 in L

ine 3.
**

B
eginning in 1998, the estim

ated
 incu

rred
 losses in L

ine 3 are p
resented

 at the
exp

ected
 (55%

) confid
ence level. P

rior years’ estim
ated

 incu
rred

 losses w
ere

p
resented

 at an 80%
 confid

ence level, w
hich increased

 the estim
ated

 incu
rred

 losses.
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C
LA
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S D

EV
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P
M
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FO
R
M

A
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N
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EC

IA
L EV

EN
TS P

R
O

G
R
A

M
 •

 D
EC

EM
B
ER

 3
1

, 2
0

0
1

     1992
     1993

     1994
      1995

      1996
      1997

      1998
      1999

     2000
      2001

(1)
P

rem
iu

m
 R

evenu
e:

E
arned

$ 458,216
$ 496,867

$ 492,584
$ 467,155

$  492,227
$  473,464

$ 423,099
$ 414,599

$  385,841
$ 440,586

C
ed

ed
  (114,925)

  (101,509)
   (93,578)

   (96,526)
    (96,526)

     (53,754)
    (53,916)

    (56,843)
    (65,000)

    (65,000)
N

et E
arned

   343,291
   395,358

   399,006
   370,629

    395,701
    419,710

   369,183
   357,756

   320,841
   375,586

(2)
U

nallocated
 E

xp
enses:*

D
irect and

 Ind
irect C

osts
     43,534

   169,333
   246,722

   273,859
    258,250

    198,007
   196,712

   187,747
   190,607

   184,338
U

L
A

E
 R

eserve A
d

ju
stm

ent
             0

             0
             0

             0
              0

              0
  (103,279)

     (3,000)
     13,000

     (4,000)
N

et E
xp

enses
     43,534

   169,333
   246,722

   273,859
    258,250

    198,007
     93,433

   184,747
   203,607

   180,338

(3)
E

stim
ated

 L
osses and

 E
xp

enses, E
nd

 of P
olicy Year:

Incu
rred

**
   182,225

   214,859
   184,882

   337,867
    228,197

    229,272
   400,000

   130,000
     80,000

   127,000
C

ed
ed

             0
             0

             0
             0

              0
              0

             0
             0

             0
             0

N
et Incu

rred
   182,225

   214,859
   184,882

   337,867
    228,197

    229,272
   400,000

   130,000
     80,000

   127,000

(4)
N

et P
aid

 (C
u

m
u

lative) as of:
E

nd
 of P

olicy Year
       7,276

     15,649
     12,200

     11,738
        8,982

        6,885
     14,824

       6,321
       1,364

     18,350
O

ne Year L
ater

     37,991
   108,951

     25,513
   105,981

      40,524
        7,022

   198,855
     32,911

     59,900
Tw

o Years L
ater

     87,255
   161,148

     56,507
   142,775

      90,069
        7,022

   583,542
     32,911

T
hree Years L

ater
     95,987

   161,148
     90,801

     95,717
      90,069

        7,022
   586,649

Fou
r Years L

ater
     95,987

   161,148
     91,373

     95,717
      90,069

        7,022
Five Years L

ater
     95,987

   161,148
     91,373

     95,717
      90,069

Six Years L
ater

     95,986
   161,148

     91,283
     95,717

Seven Years L
ater

     95,986
   161,148

     91,283
E

ight Years L
ater

     95,986
   161,148

N
ine Years L

ater
     95,986

(5)
R

e-estim
ated

 C
ed

ed
 L

osses and
 E

xp
enses:

              0
              0

              0
              0

               0
               0

              0
              0

              0
              0

(6)
R

e-estim
ated

 N
et Incu

rred
 L

osses and
 E

xp
enses as of:

E
nd

 of P
olicy Year

   182,225
   214,859

   184,882
   337,867

    228,197
    229,272

   400,000
   130,000

     80,000
   127,000

O
ne Year L

ater
   202,689

   268,843
   131,958

   317,161
    234,489

      57,022
   580,000

     80,000
     96,000

Tw
o Years L

ater
   130,335

   239,283
   151,767

   316,447
      90,069

        7,022
   680,000

      32,911
T

hree Years L
ater

   123,164
   205,909

   132,751
     95,717

      90,069
        7,022

   586,649
Fou

r Years L
ater

   112,055
   206,582             91,373

     95,717
      90,069

        7,022
Five Years L

ater
   105,552

   161,148             91,373
     95,717

      90,069
Six Years L

ater
     95,986

   161,148             91,283
     95,717

Seven Years L
ater

     95,986
   161,148             91,283

E
ight Years L

ater
     95,986

   161,148
N

ine Years L
ater

     95,986

(7)
Increase (D

ecrease) in E
stim

ated
 N

et Incu
rred

 L
osses and

 E
xp

enses from
 E

nd
 of P

olicy Year
 $ (86,239)

$  (53,711)
$  (93,599)

$ (242,150)
$ (138,128)

$ (222,250)
$ 186,649

 $ (97,089)
 $  16,000

$            0

*
B

eginning in 1998, u
nallocated

 loss ad
ju

stm
ent exp

enses (U
L

A
E

) are inclu
d

ed
 in

L
ine 2 in accord

ance w
ith G

A
SB

 10. In p
rior years, U

L
A

E
 w

as inclu
d

ed
 in L

ine 3.
**

B
eginning in 1998, the estim

ated
 incu

rred
 losses in L

ine 3 are p
resented

 at the
exp

ected
 (55%

) confid
ence level. P

rior years’ estim
ated

 incu
rred

 losses w
ere

p
resented

 at an 80%
 confid

ence level, w
hich increased

 the estim
ated

 incu
rred

 losses.
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T
he tables illu

strate how
 the A

u
thority’s earned

 revenu
es

(net of reinsu
rance) and

 investm
ent incom

e com
pared

 to
related

 costs of loss and
 other expenses assu

m
ed

 by the
A

u
thority as of the end

 of each of the previou
s ten years

for the general liability program
, w

orkers’ com
pensation

program
, and

 special events program
. T

he row
s of the

tables are d
efined

 as follow
s:

1.
Total of each year’s gross earned

 prem
iu

m
s, am

ou
nts

of prem
iu

m
s ced

ed
, and

 reported
 prem

iu
m

s (net of
reinsu

rance).

2.
E

ach year’s other operating costs of the program
, inclu

d
-

ing overhead
 and

 loss ad
ju

stm
ent expenses not allocable

to ind
ivid

u
al claim

s. T
his line also inclu

d
es investm

ent
revenu

es throu
gh the allocation of overhead

 from
ad

m
inistration.

3.
P

rogram
’s gross incu

rred
 losses and

 allocated
 loss

ad
ju

stm
ent expense, losses assu

m
ed

 by reinsu
rers, and

net incu
rred

 losses and
 loss ad

ju
stm

ent expense (both
paid

 and
 accru

ed
) as originally reported

 at the end
 of

the year in w
hich the event that triggered

 coverage
occu

rred
 (called

 the policy year).

4.
C

u
m

u
lative net am

ou
nts paid

 as of the end
 of su

ccessive
years for each policy year.

5.
L

atest re-estim
ated

 am
ou

nt of losses assu
m

ed
 by

reinsu
rers for each policy year.

6.
E

ach policy year’s net incu
rred

 losses as of the end
 of

su
ccessive years. T

his annu
al re-estim

ation resu
lts from

new
 inform

ation received
 on know

n losses, re-evalu
ation

of existing inform
ation on know

n losses, and
 em

ergence
of new

 losses not previou
sly know

n.

7.
C

om
parison of the latest re-estim

ated
 net incu

rred
 losses

to the am
ou

nt originally established
 (line 3). T

his line
show

s w
hether the latest estim

ate of losses is greater or
less than originally thou

ght. A
s d

ata or ind
ivid

u
al policy

years m
atu

re, the correlation betw
een original estim

ates
and

 re-estim
ated

 am
ou

nts is com
m

only u
sed

 to evalu
ate

the accu
racy of net incu

rred
 losses cu

rrently recognized
in less m

atu
re policy years.

T
he colu

m
ns of the tables show

 d
ata for su

ccessive
policy years.
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B
oard

 of D
irectors

C
alifornia Fair Services A

u
thority

Sacram
ento, C

alifornia
M

arch 5, 2002

W
e have au

d
ited

 the financial statem
ents of the C

alifornia
Fair Services A

u
thority (the A

u
thority) as of and

 for the year
end

ed
 D

ecem
ber 31, 2001, and

 have issu
ed

 ou
r report

thereon d
ated

 M
arch 5, 2002. W

e cond
u

cted
 ou

r au
d

it in
accord

ance w
ith au

d
iting stand

ard
s generally accepted

 in the
U

nited
 States of A

m
erica and

 the stand
ard

s applicable to
financial au

d
its contained

 in G
overnm

ent A
uditing Standards,

issu
ed

 by the C
om

ptroller G
eneral of the U

nited
 States.

C
O

M
P
LIA

N
C
E

A
s part of obtaining reasonable assu

rance abou
t w

hether the
A

u
thority’s financial statem

ents are free of m
aterial m

isstate-
m

ent, w
e perform

ed
 tests of its com

pliance w
ith certain

provisions of law
s and

 regu
lations, non-com

pliance w
ith

w
hich cou

ld
 have a d

irect and
 m

aterial effect on the d
eterm

i-
nation of financial statem

ent am
ou

nts. H
ow

ever, provid
ing

an opinion on com
pliance w

ith those provisions w
as not

an objective of ou
r au

d
its, and

 accord
ingly, w

e d
o not express

su
ch an opinion. T

he resu
lts of ou

r tests d
isclosed

 no in-
stances of non-com

pliance that are requ
ired

 to be reported
u

nd
er G

overnm
ent A

uditing Standards.

IN
TER

N
A

L C
O

N
TR

O
L O

V
ER

 FIN
A

N
C
IA

L R
EP

O
R
TIN

G

In planning and
 p

erform
ing ou

r au
d

it, w
e consid

ered
 the

A
u

thority’s internal control over financial reporting in ord
er

to d
eterm

ine ou
r au

d
iting proced

u
res for the pu

rpose of
expressing ou

r op
inion on the financial statem

ents and
 not

to provid
e assu

rance on the internal control over financial
reporting. O

u
r consid

eration of the internal control stru
ctu

re
w

ou
ld

 not necessarily d
isclose all m

atters in the internal
control stru

ctu
re that m

ight be m
aterial w

eaknesses. A
m

aterial w
eakness is a cond

ition in w
hich the d

esign or
operation of one or m

ore of the internal control com
p

onents
d

oes not red
u

ce to a relatively low
 level the risk that m

is-
statem

ents in am
ou

nts that w
ou

ld
 be m

aterial in relation to
the financial statem

ents being au
d

ited
 m

ay occu
r and

 not be
d

etected
 w

ithin a tim
ely period

 by em
ployees in the norm

al
cou

rse of perform
ing their assigned

 fu
nctions. W

e noted
 no

m
atters involving the internal control over financial rep

ort-
ing and

 its operation that w
e consid

er to be m
aterial w

eak-
nesses as d

efined
 above.

T
his report is intend

ed
 solely for the inform

ation and
 u

se of
the A

u
thority’s B

oard
 of D

irectors and
 m

anagem
ent, and

 is
not intend

ed
 to be and

 shou
ld

 not be u
sed

 by anyone other
than these specified

 parties.
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